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Abstract 
   In the new operating conditions of the society in which we live, it is necessary to find new sources of funding, which, alongside the traditional 
sources of education funding, should provide the necessary funds deployment, the development and modernization of teaching process in higher 
education. The solution to this problem seems to be the education loan contracts which students often find as the best option. 
1. Introduction 
Education funding is supported by the following sources: state budget (central and local), sources 
granted by population, enterprises involved in educational activities (transport, school supplies, uniforms), 
donations, sponsorships, own incomes of educational institutions (research asset, rents, fees etc) as well as other 
external sources (grants, external loans offered by external financial institutions). 
Education is financed following 4 categories:  
• Pre-school education 
• Primary and secondary school education 
• High school/secondary education 
• Higher education 
a) Budget, main source of finance   
Education funded through the State budget varies depending on the structure of the budget system. In 
some countries, financing the pre-university education is supported by the State or local budgets that use their own 
fiscal resources, but some subsidies may be received from the central or governmental budget. This is the case of 
Austria, Great Britain, Sweden and Norway. In Germany, education is strongly decentralised funding, funding 
sources from 16 states1. The states are entitled to solve any problem related to education, by financing 74 % of total 
public expenditure on education.  

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Of the total expenditure for higher education, the Federal States of Germany carry out 88.7%, the federal 
government 9.4%, private sources assure 1.9%, while, in other countries of the world, education funding is 
supported only by central budgets. 
 
In developed as well as developing countries, there are two types of education: public education (which, 
for the most part are financed by the State) and private (which may be independent or partially subsidised by the 
State). Private education is subject to State control and complies with the official regulations regarding the number 
and the training of teaching staff, education organization, examination data and structure.In higher education there 
is, in general, a small number of private institutions (for example, in Austria there is not  any private institution of 
higher education,  in Sweden there is only one of economic profile, in France,   the Catholic University is the only 
one, and there are three private universities in the Netherlands). On the other hand, in the United States 80% of the 
educational establishments are private and work on the system of tuition fees: between $ 5000 and $7000  per year 
for high school and between $20,000 and $30,000 per year for higher education. 
Private education establishments are mainly financed through school fees, but they can also receive 
donations or sponsorships. If this revenue is sufficient for a proper functioning of the institution, the University 
operates independently, and otherwise, in addition to such income, the institution receives grants from the budget, 
and thus it is considered a subsidised institution2. 
 
b) Population, factor of  education  funding 
The population participates in the formation of educational institutions directly through the payment of 
tuition fees, but also by offering other facilities to pupils/students: accommodation, transport, school supplies, 
eatery or uniforms. In many countries the textbooks are granted free of charge, or in the form of loan, particularly 
due to their very high costs (for example, in the United States a high school textbook costs about $ 40). Although 
public education institutions operate as institutions offering free services, you recognize that, sometimes, ”public 
education is free until the end of compulsory schooling, but in practice many educational institutions must meet 
certain additional expenses and subsequently, they require financial support from the part of the students’ parents” 3. 
One can easily notice that raising the awareness of the need for education, more and more individuals accept to 
invest in tuition fees, textbooks and public facilities that can be seen.   
However, in Romania, one cannot talk about an active involvement of the population in this direction, due 
in particular to its mentality that still cannot conceive the importance of higher education in the development of 
abilities, skills, elevated language, which lead to elevated professionalism, to the formation of a general culture and, 
especially, in human capital specialization within a specific context. Another reason would be the low standard of 
living that does not allow further study in a higher education institution. 
 
c) Enterprises, other source for financing education  
Enterprises offer financial support to education by organizing training or qualification  courses for their 
current or future employees or by granting scholarships  to certain students in exchange of a future 
collaborations.    
In Romania, a bill adopted by the Government allows pupils, students and those who attend the courses of 
an educational institutions accredited by the State, to receive scholarships from private businesses or individuals. On 
the basis of the contract between the companies and pupils or students, private scholarship may be granted for the 
entire length of study programme or for a shorter period of time. The monthly amount of the scholarship shall cover 
at least the costs of living and accommodation, which is not below the minimum wage. However, the most 
important provision of this project is that companies are encouraged to invest significantly in education, due to the 
fact that these private scholarships are tax deductible. This means that businesses will be able to reduce the 
corporate income tax payable with amounts awarded for scholarships if two conditions are met: private 
scholarships represent a maximum of three per cent of turnover and do not exceed more than 20% of the income tax. 
The management of the enterprise is not allowed, by law, the granting of this type of aid to IV degree of kinship 
 
2 UNESCO drew The World Report on Education  up in 2007. 
3 Commission Europèenne, Structures des systemes d'enseignement et de formation initiale dans l'Union Europèenne, Bruxelles, 1995 
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pupils or students. Pupils and students are eager, some employers are willing to help, but however, the teaching staff 
is not optimistic. 
 
d) Donations, sponsorships or other non-refundable financial support received by educational institutions  
Donations, sponsorships and other forms of non-refundable financial aid which may be received by 
educational institutions are granted by enterprises, foundations, companies, associations, charitable non-profit 
organizations or even by individuals. In the U.S.A. most of the sponsors are former students of this institution, but 
also in many other countries, efforts are being made to attract sponsorships and donations from alumni. 
In Romania, these sponsorships are generally offered to students with more difficult financial situation, but 
who are willing to follow the courses of a higher education institution accredited by state, with subsidised places. 
For example, in Brăila,  Blaizer Foundation grants  students accommodation, board and a certain amount of money 
every month, and, in some cases, it also offers a scholarship for outstanding results. Also, one of the conditions 
imposed by certain foundations represents more intense and higher marks during the years of study excluding any 
remaining exams from the conclusion of the contract. Otherwise, the student may not provide any kind of support 
and is likely to continue studies on his/her own if he/she wants. 
 
e) System of vouchers used for financing education  
Another means of financing education both in Europe and in the United States, is the system of vouchers. 
Vouchers are cash coupons equivalent to a percentage of the taxes paid by a taxpayer. The expenditure on 
education is known to be supported by the taxes paid by taxpayers. 
Voucher system offers the opportunity to place the amount of money represented by the percentage of the 
tax that is granted to a certain educational establishment chosen to be followed by the contributor’s child. The 
educational institutions present these educational coupons to the representatives of the Government authorities and 
that institution expenditure will be covered on this basis. The more coupons will be gathered, a higher level of 
education the institution will be able to provide. It also increases the attendance rate as well as the educational 
instruction. In the United States of America vouchers are given to people with a low income who cannot pay the 
fees to ensure a high level of training. 
 
f) External resources used for financing education  
External resources in the field of education loan  particularly in developing countries is about 10% of the 
total education expenditure for these countries. External resources may be direct subsidies, loans or finance or may 
refer to the institution's endowment with equipment and specialized teaching staff.  Direct subsidies are aid money 
given to educational institutions by natural or legal persons with the purpose of improving the quality of the 
institutions by endowment with modern equipment, didactic materials, teaching tools and renovations.  
 Financing of education, as an external source, means to assure the monetary assets needed to cover current 
expenses required for carrying out a project or a teaching economic or social activity. At the level of an educational 
establishment, the funding can be achieved by external funding, which is carried out on the basis of reimbursable 
sources or grants to the institution and it mainly consists in bank financing, i.e. short , medium or long term loans. In 
addition to the bank loan, an educational establishment may also benefit from bailment agreement by which a 
natural or legal person borrows an inconsumable good for temporary and free of charge use. The institution has the 
obligation to return the property in good order, condition and repair after usage. 
 
g) Self-financing in education 
Another form of financing is self-financing based on own resources embodied in various categories of 
income (tuition fees, income from rental of buildings or land, income from training courses conducted by the 
teaching staff for the  employees of various companies or enterprises). 
Thus, the European Union has developed tools and programs (Socrates, Leonardo, Tempus, Erasmus, Jean Monet 
project, EU/US or EU/Canada cooperation as well as  framework programmes for research and development) 
intended to contribute to the development and the financing of the educational system and training, which should 
lead to the achievement of the objectives set by the Lisbon strategy.
All education funding sources can be grouped into two broad categories, namely: public and private 
sources. Public sources come from the central, regional and local authorities, while private sources come from 
students, non-governmental organizations and households. The relative importance of each type of funding source, 
be it public or private, varies significantly from one Member State to another, ranging from total financing of 
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education in countries such as Denmark, Finland and Sweden, while in many Member States the study fees are 
borne by students. Unlike the EU system,  for non-E.U. member countries, the education financing system can be 
characterized by a greater reliance on the private sector (for example in the USA, only half part of the total funds 
supporting higher education comes from public sources)4.  
 
j) Student loan for studies   
Under the new life  circumstances, it is necessary to find new sources of financing, which, alongside the 
traditional sources for financing education, to ensure that the funds required for the implementation, the 
development and the modernization of teaching activities   in higher education . It seems that the solution to this 
problem is students’ loans taken out during the period of university studies. These loans help to increase resources 
for financing higher education and at the same time represents a mechanism which requires students to choose the 
desired specialization and to finish their studies in due time. This innovative form of financing education allows all 
those eager to learn, to do it; in some countries, it is a way quite often taken into consideration when supporting 
students, apart from scholarships or grants. These loans can be contracted from commercial banks and from those 
institutions specifically created. In the developed countries with a developed market economy, the loan is a very 
important tool in many fields of activity, including education. 
 In Europe, study loans are mainly granted in Nordic countries (Finland, Denmark, and Norway) and for 
many years, they have been the most important form of aid for students. These loans are guaranteed by the State. 
In Finland, the interest of these loans is 3.25% and grows up to 6.25% at graduation. Reimbursement is done in ten 
years time after a grace period of two years since graduation. In Denmark, the reimbursement is done in 15 years 
since graduation, but in Norway, 80% of students benefit from these funds. There is no interest rate during the 
period of studies, but after graduation, an interest rate of 4%–5%, which is under the normal level imposed by the 
local banks, is levied. Reimbursement is done in maximum 20 years 5. 
In Japan study loans are very important and that’s the reason for which “The Japanese Foundation for 
Scholarships” was founded. It grants not only loans (2/3 of total transactions), but also a combination of loan and 
scholarship. Low interest or interest free loans are also granted. In the U.S.A., the aid programs for students are very 
extensive. Such a program is “Work and Study” which allows students to work and to attend courses at the same 
time. The most popular study loans are those guaranteed by the Government; however, prior to granting them, 
various examinations are done to prevent waste and abuse. The students benefiting from these loans are either 
independent6 or dependent7. No loans are made by the banks; it is the Government that obtains the funds through 
auctions of Government securities. The Government supports the interest of these loans for students who work, 
benefit from  delay or  are in the period of grace. The annual amount the student receives is restricted by his/ her 
own dependence or independence. 
In Romania there is the possibility of using loans for studies. For the implementation of the provisions of 
the education law, The Ministry of Education launched a series of operations and initiated a legislative mechanism 
of granting study loans. The Act  granting study loans  is the Government Ordinance no. 105/1998, published in the 
Official Gazette No. 321/28.08.1998 subsequently approved by Law 193/1999, in accordance with which bank 
loans are guaranteed to the students attending different study programmes in public educational institutions. 
The Ministry has had some discussions with several commercial banks to test their availability for granting 
study loans as follows in 1998 with B.C.R., Banc Post, and CEC, and in 2000 with B.R.D. However, from the outset,  
the banks were not interested in this idea suggested by the Ministry of Education, mainly due to the low level of 
interest (5-6% max. 10%) compared with the level of interest rates prevailing. On the other hand, the low level of 
the amounts requested by students turned it into an unattractive offer (about 1,500-2,000 lei). One of the advantages 
highlighted by the Ministry of Finance and the General Directorate for Budget has been to increase the number of 
long term clients from among those who would benefit from these loans; but even this argument hasn't convinced 





4 Idem 3  
5  Idem 3 
6 Graduates who attend Master programs or post university programmes. 
7 Students who attend  faculty courses. 
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2. Conclusions 
Considering the presentation above regarding the different sources for financing higher education study 
programmes, one could make the following remarks: 
- Sources of finance for higher education are part of a fixed financing mechanism, in which public 
allocations  stand for the most important source of finance;  
- this trend is easily stressed  by the decrease  of  budgetary allocations as well as the increase of 
third source of finance; however, the trend will still go on ; 
- budgetary authority’s control  is required; 
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